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An

individual

would

not

be

eligible

for

the

credit

unless

he

or

she

is
a

citizen

of

the

United

States

or

an

alien

ad-

mitted

as

a

permanent

resident.

(Floor

amendment

by

Senator

Huddleston,

adopted

by

voice

vote.)

Effective

date.

—

Applies

to

taxable

years

beginning

after

December

31,

1981.

Provides

a

refundable

child

care

credit

equal

to

30

percent

of

employ-

ment-related

expenses

of

taxpayers

with

income

below

$10,000.

The

credit

would

be

reduced

by

one

percent

for

each

$2,000

of

income

above

$10,000.

For

taxpayers

with

income

of

$30,000

or

above,

the

credit

rate

would

be

20

percent.

The

maximum

amount

of

em-

ployment-related

expenses

taken

into

account

would

be

increased

to

$2,400

(one

dependent)

and

$4,800

(two

or

more

dependents).

Expenditures

for

out-of-home,

noninstitutional

care

of

a

disabled

spouse

or

dependent

are

made

eligible

for

the

credit.

Expenditures

for

services

provided

by

a

dependent

care

center

not

in

compliance

with

State

or

local

regulations

would

not

be

eligible

for

the

credit.

Provides

that

child

care

provided

by

an

employer

under

a

written

nondis-

criminatory

plan

will

not

be

included

in

an

employee's

gross

income.

In

addition,

employers

would

be

entitled

to

a

credit

equal

to

50

percent

of

the

cost

of

any

employer-provided

child

and

depend-

ent

care.

(Senate

floor

amendments

by

Sen-

atoi-s

Metzenbaum

and

Durenberger,

adopted

by

voice

vote.)

Effective

date.

—

Applies

to

taxable

years

beginning

after

December

31,

1981.

s
o
X

The

income

tax

brackets,

zero

bracket

amount,

and

personal

exemption

are

adjusted

for

inflation

(as

measured

by

the

CPI)

starting

in

1985.

g

>
g
a,

1

s
s.
o

a

2!

The

individual

income

tax

is

based

on

various

fixed

amounts

including

the

amounts

that

define

the

tax

brackets,

the

zero

bracket

amount,

and

the

per-

sonal

exemption.

These

amounts

are

set

by

statute

and

are

not

adjusted

for

in-

flation.

Individuals

eligible

for

the

earned

in-

come

credit

are

married

individuals

en-

titled

to

a

dependency

exemption

for

a

child,

surviving

spouses,

and

heads

of

households

who

maintain

a

household

for

a

child.

In

each

case,

the

child

must

reside

with

the

taxpayer

in

the

United

States.

There

is

a

tax

credit

for

20

percent

of

expenditures

for

the

care

of

children

and

other

dependents

incurred

in

con-

nection

with

the

taxpayer's

employ-

ment,

up

to

a

maximum

of

$2,000

of

expenditures

for

each

of

the

taxpayer's

first

two

dependents.

The

credit

is

not

refundable.

E

a

'a
B

4.

Individuals

eligible

for

earned

income

credit

5.

Child

and

dependent

care

credit

and

dependent

care

assistance

exclusion





be

"-2

^^ osoioioiojc

S3
2 =s

I I'

S T3 CO

S =* S

O c -*j

3.2 c
o -D o.330

.2.S^
> 2

2 g =* -3 c^

-TT Ci -^ 3°
I 3S

^£0 3

u g p c

H C CO

•El.sli

CD cj W TJ

C*

:-S.sss.
£ >>

o /'

^ c .

lD-3 S gS t- o^ bJDu -

h N

g
» B«
c«

^

bos iS

si
Si »

;.S-2 g >

d i; o

D 0) o -S
its 1^

1*3 -S

" o •—

;
ct a <» is5)

00

b2

W U
it! -

^ cs
t»^ c^

-:- (i) t^ 03

2-3 M

® 0) >^

^ p ^

ia a d i:>

e-oj

H &*^ 3

i "fe

5?* "w

5 s





0=" _3

(B S O

j-rl CO m

5-S>S S

OJ.S "O

|8-^

^ P o '^

.2 >" =s

3 eg o*^ O g §3

«" m C » 0-2
TS ®^ .-B g 3 -g

" M S ° § ^^3
rt "" * b-^ rS 3 -5

^ ,S .S ctf oj s: ^ g
"sss®'-'Sm8

^ c;-"'0 th.

^.S 3 o

O .S S 3=" go

I 3|&
3 -o °-3

i ^li
c c.S

.^.2
cc-g

® CO a»

-a 3

P« .

e ft
^

E-S

':S'rf

3 i-

CO ^-2 ^

"K '^ -U °
.K 3 0<M

3 H =*
l-H 3 g d

fcl t3 S

.1^ S

« 3

=3^3

fi s

So H
0^ ei

°B A a s

oj_3 o

„ o o
S p g

S SI

1°
a f>.

& ^_-3 -a 3 «

"cS otJ -2
O e3

§&3-S
-§=«"

ft

J 03"55 »
<i-S 3 S090

^ « c
00 TJ "^

=4-1 cS =S

° S '-

^i=S

t- J- 3
O > O

T5 CS OT3
'CJ 3 fe ft

- ^ d g

^ t. S g 3
.R S fc 9

^75 oil

a S o

^•2
OS

"'is
3 |«
ft ^5 ^
s 1^
03 3 3





8 >

$ >

i
OJ5-J

s o.
2 c« £; S-H-S £
p g 03 . =* o J;

^ C-*^ ^--H tJ.^ ^
g c .S .-:: I c3 §?

~-^'t3 cS " o " M » -^

:s6 g'S's ii

•s -" g'5-S

m " ^ ui
" S s-ti-s^.

S,^ =

-^ «> 3 II'"
"g S^ E5-S
•^ o e-.2 g

O OJ

X !-

2'd

S 2 e e — -a

r5 8-5 -

O c3 c3 d

oi C S -
„, O S P

J S S" „
ffl S o=c;.si^ So
S 3'^ t^'S c S c -

^^ -S S 5^ -- -3 C-"^ 1r
3 ? rt — =^ "

'

F-^ > C O N

> m £ 2

n Qj G c; oi c; pS
-TS -C -S ^ -t: o
^ ^ OJ O a; r; "^

M p t- Tf =3 "* &

® £ "E ffl 5
»?» O CO a > "" TS

rt ,S ° i £ 2

.S s ^.-ss 8 s.

a M C C g^~

© ^"p "3 rf s c

'

Eg-|-g?.|"

-5.2 •

1 u ^
;

f= s S

d a) o

c_i.

© rt a n _;-^

-^ T3
ft

^ S 13
^

;^ 1^
'«

-:;
g

f^ 1^ t- ft.

1) 3 & C3 -K Q 3

3)
3
C3

s
a pin 2

"o
-^

y—t E T', 175 a;

m
^^ a ''^

cS

S

1: S£
fcJi 3 t-< c3 i o3 SS3!-, a=tH 3;::: "- 3 _

ft5

fc£3 "
'^ft§'-' ^fttjS^ I* ftO'

""•So ^j -^-Sj^S^s"

&§"ll1 II i il:^lg-l &§1 "s-M !§- ^11 Igl
CLi-q o Es&ioo<="-«oT3V3 3

I
ft"<! fee s p>>-p ft-s o ^^ M . ft<: SS a-al ft<! 3

-3,J3

Cj "S 03 ^
U oJ 3 rrt »-

^-3 " ^ c3

go*
-2 f^ =

O^ o I g

^ > m e S
S ° S 5 ^

s-2 3 o a

P e 5^ "Tj 't; 't:;

ft =S 3 ^ C3 rf

3 u1i '^.ti C.

r- 3 OJ O >

ir, e S-3'

«•- S . -
T-l in cS O

<B > 3
!; o „ o'

«fH a>

<1 -^

O.S § S O S m.
qn o -,^ o 3 -O 3

;>.: ^M M ;

i-lllosglsl

<! °S E.>t^ gg-S ^
' d'o*^^ CO cj "^ zj .LJ -Ls "^ ' at)lji

--333^3^=33Oo3G(/}3*HSHft

a- 9





bo
es

O -M -s »o M g

03 - G, r ^ "^ S

'" '^ c; •"„ b«
) cS O ^ -

=i'w'H.S S " c ^ g cS

^ T3-Q o "t; ft. b- cs o tH ci cK:

ts o

m t3

es 03 !-,
Ol t: V

I oi) oi ^ 2 5s^ -H -<
I ft^

"S^ lO -t^ ftj -p 2

51.
=*

ft, g -I

oi o ^ r3

'T ftn,^^^

<c C <iJ ^
s^ ^ s

g °^^^
'-3 c3 fe m 00

f M^ tog)

's-g'-' ^a2§ SCO

^ ^ <£>

o ra oj

S)g g

ID' 3 "O

!- S S^

ft-ftjO

S t- lo o

8 S3 ft.

" 5 5: O S ffl

-£"w c g ft,

" S g^^'S-S„ _aj g t, t, .2

"S"®^ > m
fc

^3S
P.S—
.S <"

c 8:1
.2 '^'3

p^O 03

1 ft-"

|^° S
!^ g o-g

2 c
-3 eS

^ 10 ft

O I, ^
*-

i 2

S-. S- «

Pi

fi o " p

S 3 S o

to tS S

i g

ft,T3;

r-, "0.2?

0^ ft, ^
^ ^ P^ 3 £ g

^-.^ gSJ g

P,g ^ g ie
°

rt-S "S S^
Lr^

30 -"3 its S

Iz; 8.

ft, OTS rt "+<

5a
s.e 3

1
1'? ° §.1

53 "g 3'g3 0)

t-l o O C ^- ft
c3 3 2 O U

e e

as





B

E
V

bo
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B

a

B

E

B

&
<

B
V

.3

Same

as

House

bill.

Same

as

House

bill.

Same

as

House

bill.

a.

Same

as

House

bill.

b.

Same

as

House

bill.

c.

NOL

carryover

period

extended

to

10

years.

d.

Same

as

House

bill.

s
o

Present

law

replaced

with

election

to

deduct

immediately

(expense)

new

or

used

personal

property

costs

up

to

$5,000

in

1982

and

1983,

$7,500

in

1984

and

1985,

and

$10,000

in

1986

and

there-

after.

Same

as

present

law

(sec.

1245

re-

capture).

Installment

sales

treatment

(sec.

453)

not

available

to

the

extent

the

property

was

expensed.

Nonresidential

property.

—

Section

1245

recapture

if

accelerated

method

used.

All

gain

will

be

capital

gain

if

taxpayer

elects

straight-line.

Residential

property.

—

Section

1250

recapture.

a.

Option

to

use

one

of

two

longer

recovery

periods

for

each

class

of

property.

b.

Option

to

use

an

accelerated

or

straight-line

method

over

the

regular

recovery

period.

c.

NOL

carryover

period

extended

to

20

years.

d.

Averaging

convention

for

personal

property

built

into

proposed

rates.

1

a

0.

Optional

bonus

depreciation

equal

to

20%>

of

cost

of

property

up

to

$10,000

per

taxpayer

(maximum

deduction

al-

io

wable—

$2,000

)

.

Gain

on

disposition

is

ordinary

in-

come

rather

than

capital

gain

to

extent

of

prior

depreciation

taken

(sec.

1245

"recapture").

Gain

on

disposition

is

ordinary

in-

come

rather

than

capital

gain

only

to

the

extent

prior

depreciation

taken

exceeds

what

would

have

been

allow-

able

if

straight-line

had

been

used

(sec.

1250

"recapture").

a.

Option

to

use

useful

lives

20%

shorter

or

longer

than

ADR

midpoint

lives.
b.

Option

to

use

straiglit-line

or

ac-

celerated

methods,

where

allowed.

c.

Net

operating

losses

(NOL's)

can

be

carried

back

3

years

and

forward

7

years.

d.

Option

to

use

an

averaging

conven-

tion

for

personal

property

to

determine

date

of

additions

to

and

retirements

from

an

account.

E
03

U

B
•1

.ss

11
CO

13.

Recapture

of

depreciation

a.

Personal

property

b.

Real

property
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Payments

of

employee

taxes

by

railroad

employers.

—

The

jirovision

would

amend

the

Railroad

Retirement

Tax

Act

so

that

payments

by

an

em-

ployer

of

employee

railroad

payroll

taxes,

without

deduction

from

the

em-

ployee's

remuneration,

would

be

in-

cluded

in

taxable

compensation

for

RRTA

purposes.

This

change

will

con-

form

the

provisions

of

the

Railroad

Re-

tirement

Tax

Act

to

the

corresponding

provisions

of

the

recently

amended

Federal

Insurance

Contributions

Act.

The

changes

made

by

this

provision

would

be

effective

with

respect

to

com-

pensation

paid

for

services

rendered

after

September

30,

1981.

Definition

of

compensation.

—

The

bill

provides

that

compensation

that

is

paid

in

one

calendar

month

but

that

would

be

payable

in

a

prior

or

subse-

quent

taxable

month

but

for

the

fact

that

the

prescribed

date

of

payment

would

fall

on

a

Saturday,

Sunday,

or

legal

holiday

will

be

deemed

to

have

been

paid

in

such

prior

or

subsequent

taxable

month.

The

bill

thus

makes

clear

the

treatment

for

RRTA

purposes

of

compensation

"bunched"

in

any

montli

for

services

rendered

in

the

pre-

ceding

month.

This

provision

generally

applies

to

taxable

years

ending

on

or

after

the

date

of

enactment.

It

also

applies

in

taxable

years

ending

before

enactment

for

which

the

period

for

assessment,

collection,

or

claim

for

credit

or

refund

of

taxes

has

not

expired.

S
s

the

excess,

plus

an

allowance

for

inter-

est

and

administrative

expenses,

is

transferred

from

the

social

security

trust

funds

to

the

Railroad

Retirement

Account.

That

transfer

is

estimated

to

be

approximately

$1.6

billion

for

fiscal

year

1981.

The

financial

interchange

amount

for

a

given

fiscal

year

is

deter-

mined

and

transferi'ed

no

later

than

June

of

the

year

following

the

close

of

the

x^reccding

fiscal

year.

Payments

of

employee

taxes

by

railroad

employers.

—

Under

present

law

(code

section

3221(e)

(1)

(iii),

pay-

ments

made

by

railroad

employers

of

railroad

employee

taxes

under

section

3211

without

deduction

from

the

remu-

neration

of

the

employee

are

excluded

from

the

definition

of

comx^ensation

for

the

purposes

of

the

Railroad

Retire-

ment

Tax

Act

(RRTA).

Until

1981,

a

similar

provision

was

included

in

the

Federal

Insurance

Contributions

Act

(code

section

3121(a)(6)

and

section

209

(f)
of

the

Social

Security

Act)

.

The

exclusion

of

such

payments

from

the

definition

of

wages

for

FICA

tax

and

social

security

benefit

computation

pur-

poses

was

eliminated

by

section

1141(a)

(1)

of

Public

Law

96^99,

the

Omnibus

Reconciliation

Act

of

1980.

Definition

of

compensation.

—

Un-

der

present

law,

there

is

imposed

on

employers

a

tax

on

so

much

of

compen-

sation

paid

in

any

calendar

month

by

such

employer

for

services

rendered

by

an

employee.

It

is

unclear

whether

the

intent

of

the

law

is

to

tax

compensation

when

paid

or

when

earned.
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The

bill

pei-mits

taxpayers,

whether

or

not

they

itemize

deductions,

to

deduct

up

to

$1,500

of

expenses

paid

or

incurred

in

connection

with

the

adoption

of

a

qualified

child.

A

qualified

child

would

be

a

child

who

is:

(1)

a

member

of

a

minority

race

or

ethnic

group

(Black,

Hispanic,

Mexican,

Puerto

Rican,

or

Native

American)

,

(2)

age

6
or

older,

or

(3)

is

handicapped.

In

addition,

the

deduction

(up

to

$1,500)

would

be

avail-

able

to

a

taxpayer

who

adopts

each

member

of

a

sibling

group.

The

deduc-

tion

would

not

be

available

for

inter-

national

adoptions.

(Floor

amendment

by

Senator

Jepsen,

adopted

by

voice

vote.

)

Effective

date.

—

Taxable

years

be-

ginning

after

December

31,

1980.

In

the

annual

budget

message

and

the

(July

15)

mid-session

budget

review,

the

President

would

be

required

to

in-

clude

a

separate

volume

which

presents

the

financial

status

of

the

Federal

Old-

Age

and

Survivors

Insurance,

Federal

Disability

Insurance

and

Federal

Hos-

pital

Insurance

trust

funds.

The

special

section

would

show

the

receipts,

outlays

and

surplus/deficit

estimates

for

the

trust

funds,

would

describe

the

eco-

nomic

assumptions

that

were

used

in

making

the

estimates

for

the

trust

funds

and

the

relationship

to

economic

as-

sumptions

made

for

other

parts

of

the

budget,

would

indicate

the

financial

prospects

of

the

trust

funds,

and

would

present

a

comparative

summary

of

the

3
trust

funds

with

all

the

other

portions

of

the

unified

budget.

This

report

would

be

in

addition

to

the

usual

budget

sub-

mission

which

includes

the

budget

esti-

mates

for

the

trust

funds

within

the

unified

budget

estimates.

Effective

date.

—

Each

fiscal

year

after

September

30,

1982.

1
a,

s

s
ft

1

Under

present

law,

the

expenses

paid

or

incurred

in

connection

with

the

adop-

tion

of

a

child

are

nondeductible,

per-

sonal

expenses.

Eeports

on

the

financial

status

of

the

Social

Security

trust

funds

are

included

within

the

context

of

annual

submission

of

the

unified

budget

in

January

and

th6_

(July

15)

mid-session

budget

review.

1
l-H

s

1
a
a

-B
h
V
u
u
o
tH

_ a>
a <u
o m
*3 Sg «
s a

o

1
105.

Separate

report

on

Social

Se-

curity

trust

funds
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